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REPORT OF THE AUDITOR-GENERAL TO THE NORTH WEST PROVINCIAL LEGISLATURE 

AND THE COUNCIL OF THE GREATER TAUNG LOCAL MUNICIPALITY 

REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I was engaged to audit the financial statements of the Greater Taung Local Municipality set out 
on pages XX to XX, which comprise the statement of financial position as at 30 June 2014, the 
statement of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, as well as the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with South African Standards of Generally Recognised 
Accounting Practice (SA Standards of GRAP), the requirements of the Municipal Finance 
Management Act of South Africa, 2003 (Act No. 56 of 2003) (MFMA) and the Division of 
Revenue Act of South Africa, 2013 (Act No. 2 of 2013) (DoRA), and for such internal control as 
the accounting officer determines is necessary to enable the preparation of financial 
statements that are free from material misstatement, whether due to fraud or error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on conducting the 
audit in accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA), 
the general notice issued in terms thereof and International Standards on Auditing. Because of 
the matters described in the basis for disclaimer of opinion paragraphs, however, I was unable 
to obtain sufficient appropriate audit evidence to provide a basis for an audit opinion. 

Basis for disclaimer of opinion 

Property, plant and equipment 

4. I was unable to obtain sufficient appropriate audit evidence for infrastructure assets of 

R90 872 062 (2013: R85 554 890) included in property, plant and equipment as disclosed in 
note 4 to the financial statements as the unit costs used by the municipality to determine the 
values of these assets could not be substantiated. I was unable to confirm the unit costs of 
infrastructure assets by alternative means. Consequently, I was unable to determine whether 
any adjustments relating to property, plant and equipment of R217 718 052 
(2013: R138 192 975) in the financial statements was necessary. 

5. I was unable to obtain sufficient appropriate audit evidence relating to journals processed on 
the municipality's financial system to adjust the opening balances of property, plant and 
equipment and the accumulated surplus, as the municipality did not have an adequate 
document management system in place. I was unable to confirm these journals by alternative 
means. Consequently, I was unable to determine whether any adjustments relating to 
property, plant and equipment of R217 718 052 (2013: R138 192 975) and the accumulated 
surplus of R280 636 361 (2013: R195 008 686) in the financial statements was necessary. 


Furthermore the related adjustments as disclosed in the prior period error note 40 of the 
financial statements could not be confirmed. 

6. I was unable to obtain sufficient appropriate audit evidence that the municipality has assessed 
the useful lives and residual values for all items of property, plant and equipment as required 
by SA Standard of GRAP, GRAP 17, Property, Plant and Equipment, due to the fixed assets 
register containing infrastructure assets, buildings and other assets with R1 values. I was 
unable to confirm property, plant and equipment by alternative means. Consequently, I was 
unable to determine whether any adjustments relating to property, plant and equipment 

of R217 718 052 (2013: R138 192 975) in the financial statements was necessary. 

7. I was unable to obtain sufficient appropriate audit evidence for differences between the prior 
year amounts for property, plant and equipment and the fixed assets register, as explanations 
and the supporting documents for these differences were not provided for audit. I was unable 
to confirm the corresponding amounts of property, plant and equipment by alternative means. I 
was unable to determine whether any adjustments relating to property, plant and equipment of 
R217 718 054 (2013: R138 192 975) in the financial statements was necessary. 

Accumulated surplus 

8. I was unable to obtain sufficient appropriate audit evidence for the prior period journal 
adjustments made against the accumulated surplus, due to the status of the accounting 
records. I was unable to confirm the accumulated surplus by alternative means. Consequently 
I was unable to determine whether any adjustments to the accumulated surplus 

of R280 636 361 (2013: R195 008 686) as presented in the financial statements and the prior 
period adjustments as disclosed in note 40 to the financial statements was necessary. 

Commitments 

9. I was unable to obtain sufficient appropriate audit evidence for commitments due to 
differences between the financial statements, the commitment register and other supporting 
documents. I was unable to confirm the commitments by alternative means. In addition, 
commitments were understated by R1 802 953 due to commitments not included in the 
commitment register. Consequently, I was unable to determine whether any further 
adjustments relating to commitments of R71 107 105 disclosed in note 37 to the financial 
statements was necessary. 

Provisions 

10. The SA Standard of GRAP, GRAP 19, Provisions, contingent liabilities and contingent assets 
require that provisions be recognised when an entity has a present obligation that will result in 
an outflow of economic resources that can be reliably estimated. I was unable to obtain 
sufficient appropriate audit evidence for the landfill site rehabilitation provision of R2 217 307 
as disclosed in note 15 to the financial statements. The municipality’s financial records did not 
allow me to obtain sufficient appropriate audit evidence for the basis and cost schedules used 
to calculate the rehabilitation provision or perform alternative procedures. In addition, the 
municipality did not recognise provisions for the restoration of all of its landfill sites. As a result, 
I was unable to practicably determine the amount by which provisions of R2 217 307 

(2013: RO), as disclosed in note 15 to the financial statements is understated or the resultant 
impact on the deficit for the period and accumulated surplus included in the financial 
statements. 

11. The SA Standard of GRAP, GRAP 25, Employee benefits requires that a provision should be 
recognised for long services awards made to employees of an entity who qualify for additional 
leave benefits as a result of their long service within the entity. The municipality did not 
recognise a provision for these long service awards. I was unable to practicably determine the 
amount by which provisions of R2 217 307 (2013: RO), as disclosed in note 15 to the financial 
statements, is understated and the resultant impact on the deficit for the period and 
accumulated surplus contained in the financial statements. 
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Payables from exchange transactions 

12. During 2013, 1 was unable to obtain sufficient appropriate audit evidence to ensure that all 
creditors at year end was accounted for regarding trade and other payables as the municipality 
did not have an adequate document and financial management system in place. I was unable 
to confirm trade and other payables by alternative means. My audit opinion regarding payables 
from exchange transactions for the period ending 30 June 2013 was modified accordingly. 
Consequently, I was unable to determine whether any adjustment relating to payables from 
exchange transactions of Rll 832 727 disclosed in note 16 to the financial statements was 
necessary. 

Irregular expenditure 

13. The municipality did not include all particulars of irregular expenditure in note 46 to the 
financial statements as required by section 125(2)(d)(i) of the MFMA. The municipality made 
payments in contravention of the supply chain management requirements which were not 
included in irregular expenditure, resulting in irregular expenditure being understated in the 
current and prior year. As the municipality did not quantify the full extent of the irregular 
expenditure, it was impracticable to determine the resultant understatement of irregular 
expenditure for the current and prior year as disclosed in note 46 to the financial statements. 

Unauthorised expenditure 

14. During 2013, unauthorised expenditure of R3 653 581 disclosed as “approved by council or 
condoned” in note 44 to the financial statements was not appropriately dealt with in terms of 
section 32(2) of the MFMA. In addition RIO 247 602 incurred in the previous year was not 
disclosed as unauthorised expenditure and this misstatement was still not corrected. 
Consequently unauthorised expenditure for the current and prior year is understated with 
R13 901 183. 

Other income 

15. During 2013, 1 was unable to obtain sufficient appropriate audit evidence regarding other 
income as the municipality did not have an adequate document management system to 
properly account for other income. I was unable to confirm other income by alternative means. 
My audit opinion regarding other income for the period ending 30 June 2013 was modified 
accordingly. Consequently I was unable to determine whether any adjustment relating to other 
income of R1 657 483 disclosed in note 22 to the financial statements was necessary. 

Government grants and subsidies 

16. During 2013, the municipality had incorrectly recognised the Neighbourhood Development 
Partnership Grant (NDP) as equitable share due to National Treasury holding back a portion of 
the municipality’s equitable shares. The effects on note 21 to the financial statements are that 
the NDP is understated in the prior year by R15 666 000 and the equitable share is overstated 
in the prior year by the same. In addition revenue from grants and subsidies is overstated in 
the prior year by R15 666 000 and unspent conditional grants is understated in the prior year 
by the same. Additionally, there was a resultant impact on the surplus for the prior period and 
the accumulated surplus. My audit opinion regarding other government grants and subsidies 
and unspent conditional grants for the period ending 30 June 2013 was modified accordingly. 

Consumer debtors 

17. During 2013, the municipality did not correctly assess consumer debtors, individually or by 
category, for any indication that these assets may be impaired in accordance with SA 
Standard of GRAP, GRAP 104, Financial instruments. I was unable to confirm the consumer 
debtors and the related provision for doubtful debts by alternative means. Consequently, I was 
unable to determine whether any adjustment to gross consumer debtors of R26 550 800 and 
the related provision for doubtful debt of R19 698 195 as disclosed in note 11 to the financial 
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statements were necessary. My audit opinion on the financial statements for the period ended 
30 June 2013 was modified accordingly. My opinion on the current period’s financial 
statements is also modified because of the possible effect of this matter on the comparability 
of the current period’s figures. 

Contingencies 

18. During 2013, the municipality did not completely disclose its contingent liabilities in note 38 of 
the financial statements as required by SA Standard of GRAP, GRAP 19, Provisions, 
contingent iiabilities and contingent assets. In addition, I was unable to obtain sufficient 
appropriate audit evidence that all contingencies have been disclosed as the entity did not 
have adequate systems in place to record contingencies and I could not confirm this by 
alternative means. My audit opinion on the financial statements for the period ended 

30 June 2013 was modified accordingly. My opinion on the current period’s financial 
statements is also modified because of the possible effect of this matter on the comparability 
of the current period’s figures. 

Repairs and maintenance 

19. During 2013, the municipality incorrectly expensed assets that were purchased as repairs and 
maintenance and did not capitalise them to property, plant and equipment as required by SA 
Standard of GRAP, GRAP 17, Property, Piant and Equipment. The effects on the financial 
statements are that property, plant and equipment are understated in the current and prior 
year by R4 084 049 and repairs and maintenance in the prior year is overstated by the same. 
Additionally, there was a resultant impact on the surplus for the prior period and the 
accumulated surplus. 

Aggregation of immaterial uncorrected misstatements 

20. The financial statements were materially misstated due to the cumulative effect of numerous 
individually immaterial uncorrected misstatements in the following items making up the 
statement of financial position and the statement of financial performance: 

• Property, plant and equipment of R217 718 052 was overstated by R1 050 134 and VAT of 
R4 625 477 was understated with R1 050 134. Additionally, there was a resultant impact 
on the surplus and the accumulated surplus for the period. 

• Property, plant and equipment of R217 718 052 was overstated by R1 343 269 and 
depreciation of RIO 949 276 is understated by R1 343 269. Additionally, there was a 
resultant impact on the surplus and the accumulated surplus for the period. 

• During 2013, the municipality did not correctly account for finance leases. Operating lease 
expense were overstated by R788 984, finance charges are understated by R127 162, 
property, plant and equipment are understated by R2 537 225, long-term liabilities were 
understated by R1 579 208 and the current portion of long-term liabilities are understated 
by R601 988. Additionally, there was a resultant impact on the surplus for the period and 
the accumulated surplus. 

Cash flow statement 

21. Taking into account the misstatements identified in the financial statements and set out in this 
report, we are unable to determine the current and prior year effects on the cash flow 
statement and whether any adjustments relating to the cash flow statement are required in the 
financial statements. 
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Disclaimer of opinion 

22. Because of the significance of the matters described in the basis for disclaimer of opinion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for an audit opinion. Accordingly, I do not express an opinion on the financial statements. 

Emphasis of matters 

23. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Restatement of corresponding figures 

24. As disclosed in note 40 to the financial statements, the corresponding figures for 30 June 2013 
have been restated as a result of errors discovered during the current financial year in the 
financial statements of the Greater Taung Local Municipality at, and for the year ended, 

30 June 2013. 

Material under spending of conditional grants 

25. As disclosed in note 14 to the financial statements, the municipality has materially under spent 
on conditional grants to the amount of R13 943 000 (2013: R35 456 212). The material under 
spending occurred mainly on the Municipal Infrastructure Grant. As a consequence, service 
delivery was affected negatively. 

Material impairments 

26. As disclosed in note 11 to the financial statements, material impairments of R20 499 430 
(2013: R19 698 195) were incurred as a result of a provision for irrecoverable consumer 
debtors. 

Additional matters 

27. I draw attention to the matters below. My opinion is not modified in respect of these matters. 

Unaudited disclosure notes 

28. In terms of section 125(2) (e) of the MFMA the municipality is required to disclose particulars 
of non-compliance with the MFMA. This disclosure requirement did not form part of the audit of 
the financial statements and accordingly I do not express an opinion thereon. 

Unaudited supplementary schedules 

29. The supplementary information set out on pages XX to XX does not form part of the financial 
statements and is presented as additional information. I have not audited these schedules and 
accordingly I do not express an opinion thereon. 

REPORT ON OTHER LEGAL AND REGULARITY REQUIREMENTS 

30. In accordance with the PAA and the general notice issued in terms thereof, I report the 
following findings on the reported performance information against predetermined objectives 
for the selected development priorities presented in the annual performance report, non- 
compliance with legislation as well as internal control. The objective of my tests was to identify 
reportable findings as described under each subheading but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on these 
matters. 
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Predetermined objectives 

31. I performed procedures to obtain evidence about the usefulness and reliability of the reported 
performance information for the following selected development priorities presented in the 
annual performance report of the municipality for the year ended 30 June 2014: 

• Development priority: Infrastructure development on pages XX to XX 

• Development priority: Community social services on pages XX to XX 

• Development priority: Land use, rural development and human settlement on pages XX to 
XX 

32. I evaluated the reported performance information against the overall criteria of usefulness and 
reliability. 

33. I evaluated the usefulness of the reported performance information to determine whether it 
was presented in accordance with the National Treasury’s annual reporting principles and 
whether the reported performance was consistent with the planned development priorities. I 
further performed tests to determine whether indicators and targets were well defined, 
verifiable, specific, measurable, time bound and relevant, as required by the National 
Treasury’s Framework for managing programme performance information (FMPPI). 

34. I assessed the reliability of the reported performance information to determine whether it was 
valid, accurate and complete. 

35. The material findings in respect of the selected development priorities are as follows: 

Development priority: Infrastructure development 
Usefulness of reported performance information 

36. Section 41(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires the 
integrated development plan (IDP) to form the basis for the annual report, therefore requiring 
consistency of development priorities, indicators and targets between planning and reporting 
documents. A total of 26% of reported indicators and 38% of reported targets were not 
consistent with those in the approved IDP. This was due to a lack of established policies and 
procedures to enable and support an understanding and execution of internal control 
objectives and processes and the delegation of responsibilities. 

37. Section 25(2) of the MSA determines that an IDP adopted by a municipal council may be 
amended in accordance with the process as prescribed per section 34 of the MSA, and that 
such a plan remains in force until an IDP is adopted by the next elected council. Material 
changes were made to the development priorities, indicators and targets in the annual 
performance report, without following the process as prescribed in section 34 of the MFMA. 
This was due to a lack of established policies and procedures to enable and support an 
understanding and execution of internal control objectives and processes and the delegation 
of responsibilities. 

38. The FMPPI requires that indicators be well defined and verifiable and targets be specific, 
measureable and time bound: 

• A total of 100% of the targets were not specific. 

• We could not measure the required performance for 100% of the targets 

• A total of 100% of the targets were not time bound. 

• A total of 100% of the indicators were not well defined. 

• A total of 100% of the indicators were not verifiable. 
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This was due to a lack of established policies and procedures to enable and support an 
understanding and execution of internal control objectives and processes and the delegation 
of responsibilities. 

Reliability of reported performance information 

39. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure valid, accurate and complete reporting of actual 
achievements against planned objectives, indicators and targets. We were unable to obtain 
the information and explanations we considered necessary to satisfy ourselves as to the 
reliability of the reported performance information. This was due to limitations placed on the 
scope of our work due to the fact that the auditee could not provide sufficient appropriate audit 
evidence in support of the reported performance information and the auditee’s records not 
permitting the application of alternative audit procedures. 

Development priority: Community social services 

Usefulness of reported performance information 

40. The FMPPI requires that indicators be well defined and verifiable and targets be specific, 
measureable and time bound: 

• A total of 100% of the targets were not specific. 

• We could not measure the required performance for 100% of the targets 

• A total of 100% of the targets were not time bound. 

• A total of 100% of the indicators were not well defined. 

• A total of 100% of the indicators were not verifiable. 

This was due to a lack of established policies and procedures to enable and support an 
understanding and execution of internal control objectives and processes and the delegation 
of responsibilities. 

Reliability of reported performance information 

41. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure valid, accurate and complete reporting of actual 
achievements against planned objectives, indicators and targets. We were unable to obtain 
the information and explanations we considered necessary to satisfy ourselves as to the 
reliability of the reported performance information. This was due to limitations placed on the 
scope of our work due to the fact that the auditee could not provide sufficient appropriate audit 
evidence in support of the reported performance information and the auditee’s records not 
permitting the application of alternative audit procedures. 

Development priority: Land use, rural development and human settlement 

Usefulness of reported performance information 

42. Section 41(c) of the MSA requires the IDP to form the basis for the annual report, therefore 
requiring consistency of objectives, indicators and targets between planning and reporting 
documents. A total of 100% of the reported objectives were not consistent with those in the 
approved IDP. This was due to policies and procedures to enable and support understanding 
and execution of internal control objectives, processes and responsibilities which were not 
established and communicated. 

43. Section 25(2) of the MSA determines that an IDP adopted by a municipal council may be 
amended in accordance with the process as prescribed per section 34 of the MSA, and that 
such a plan remains in force until an IDP is adopted by the next elected council. Material 
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changes were made to the objectives, indicators and targets in the annual performance report, 
without following the process as prescribed in section 34 of the MFMA and without adoption by 
the municipal council. This was due to policies and procedures to enable and support 
understanding and execution of internal control objectives, processes and responsibilities 
which were not established and communicated. 

44. The FMPPI requires that indicators be well defined and verifiable and targets be specific, 
measureable and time bound: 

• A total of 100% of the targets were not specific. 

• We could not measure the required performance for 100% of the targets 

• A total of 100% of the targets were not time bound. 

• A total of 100% of the indicators were not well defined. 

• A total of 100% of the indicators were not verifiable. 

This was due to a lack of established policies and procedures to enable and support an 
understanding and execution of internal control objectives and processes and the delegation 
of responsibilities. 

Reliability of reported performance information 

45. The FMPPI requires auditees to have appropriate systems to collect, collate, verify and store 
performance information to ensure valid, accurate and complete reporting of actual 
achievements against planned objectives, indicators and targets. We were unable to obtain 
the information and explanations we considered necessary to satisfy ourselves as to the 
reliability of the reported performance information. This was due to limitations placed on the 
scope of our work due to the fact that the auditee could not provide sufficient appropriate audit 
evidence in support of the reported performance information and the auditee's records not 
permitting the application of alternative audit procedures. 

Additional matters 

46. I draw attention to the following matters. 

Achievement of planned targets 

47. Refer to the annual performance report on pages X to X for information on the achievement of 
planned targets for the year. This information should be considered in the context of the 
material findings on the usefulness and reliability of the reported performance information for 
the selected development priorities reported in paragraphs 36 to 45 of this report. 

Unaudited supplementary schedules 

48. The supplementary information set out on pages XX to XX does not form part of the annual 
performance report and is presented as additional information. I have not audited these 
schedules and, accordingly, I do not report thereon. 

Compliance with legislation 

49. I performed procedures to obtain evidence that the municipality had complied with applicable 
legislation regarding financial matters, financial management and other related matters. My 
findings on material non-compliance with specific matters in key legislation, as set out in the 
general notice issued in terms of the PAA, are as follows: 

Strategic planning and performance management 

50. The local community was not afforded the opportunity to comment on the final draft of the IDP 
before adoption, as required by section 42 of the MSA and regulations 9, 13(1), 13(4)(c) and 
15(3) of the Municipal planning and performance management regulations (MPPMR). 
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51. The municipality did not give effect to its IDP and conduct its affairs in a manner which was 
consistent with its IDP, as required by section 36 of the MSA, section 21(2)(a) of the MFMA 
and regulation 6 of the MPPMR. 

52. The municipality did not establish a performance management system which provides for the 
monitoring, measurement and review of performance at least once per year and which 
includes steps of improvement where performance targets were not met, as required by 
sections 38(a) and 41 of the MSA. 

53. Key performance indicators, including input, output and outcome indicators, in respect of each 
of the development priorities and objectives were not set out in the IDP, as required by section 
41(l)(a) of the MSA and the regulation 1 and 9(l)(a) of the MPPMR. 

54. Measurable performance targets for the financial year with regard to each of the development 
priorities or objectives and key performance indicators were not set in the IDP, as required by 
section 41(l)(b) of the MSA and regulations 12(1) and 12(2)(e) of the MPPMR. 

55. Revisions to the service delivery and budget implementation plan were not approved by the 
council after the approval of the adjustments budget, as required by section 54(l)(c) of the 
MFMA. 

56. The performance of the municipality were not assessed during the first half of the financial 
year, as required by section 72(l)(a)(ii) of the MFMA. 

57. The annual performance report for the year under review did not include a comparison of the 
performance with set targets and a comparison with the previous financial year as required by 
section 46(l)(b) of the MSA. 

58. The annual performance agreements for the municipal manager and all senior managers are 
not linked to the measurable performance objectives approved with the budget and to the 
service delivery budget implementation plan as required in terms of section 53(l)(c)(iii) of the 
MFMA and section 57(l)(b) of the MSA. 

59. The performance management system and related controls were inadequate as it did not 
describe and represent the processes of performance planning, monitoring, measurement, 
review, reporting, improvement and how it is conducted, organised and managed, including 
determining the roles of the different role-players, as required by sections 38 of the MSA and 
regulation 7 of the MPPMR. 

60. The adopted IDP did not reflect and identify a financial plan and the key performance 
indicators and targets, as required by sections 26 and 41 of the MSA, as well as regulations 
2(l)(c) and 2(l)(e) of the MPPMR. 

Financial statements, performance and annual reports 

61. Financial statements were not submitted for auditing within two months after the end of the 
financial year, as required by section 126(l)(a) of the MFMA. 

62. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Material misstatements of non- 
current assets, liabilities, revenue and disclosure items identified by the auditors in the 
submitted financial statements were subsequently corrected and the supporting records were 
provided subsequently, but the uncorrected material misstatements and supporting records 
that could not be provided resulted in the financial statements receiving a disclaimer of audit 
opinion. 

63. Oversight report, containing comments on the annual report, was not adopted by council within 
two months from the date on which the 2012/13 annual report was tabled, as required by 
section 129(1) of the MFMA. 
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Human resource management and compensation 

64. The municipal manager and senior managers directly accountable to the municipal manager 
did not sign performance agreements, as required by section 57(2)(a) MSA. 

Budget 

65. Expenditure was incurred in excess of the limits of the amounts provided for in the votes of the 
approved budget, in contravention of section 15 of the MFMA. 


Audit committees 

66. The audit committee did not review the annual financial statements to provide the council with 
an authoritative and credible view of the financial position of the entity, its efficiency and 
effectiveness and its overall level of compliance with legislation, as required by section 
166(2)(b) of the MFMA. 

Procurement and contract management 

67. Invitations for competitive bidding were not always advertised for a required minimum period of 
days, as required by Supply Chain Management (SCM) regulations 22(1) and 22(2). 

68. Contracts were extended without tabling the reasons for the proposed amendment in the 
council of the municipality, as required by section 116(3) of the MFMA. 

69. The performance of contractors or providers was not monitored on a monthly basis, as 
required by section 116(2)(b) of the MFMA. 

70. The contract performance and monitoring measures and methods were insufficient to ensure 
effective contract management, as required by section 116(2)(c) of the MFMA. 

71. Awards were made to providers whose directors are in the service of other state institutions, in 
contravention of section 112(j) of the MFMA and SCM regulation 44. Similar awards were 
identified in the prior year and no effective steps were taken to prevent or combat the abuse of 
the SCM process in accordance with SCM regulation 38(1). 

72. Construction projects were not always registered with the Construction Industry Development 
Board (CIDB), as required by section 22 of the CIDB Act and CIDB regulation 18. 

Expenditure management 

73. Reasonable steps were not taken to prevent unauthorised expenditure, irregular expenditure 
and fruitless and wasteful expenditure, as required by section 62(l)(d) of the MFMA. 

Conditional grants received 

74. The municipality did not evaluate its performance in respect of programmes or functions 
funded by the Municipal Infrastructure Grant, Municipal Systems Improvement Grant and the 
Local Government Financial Management Grant allocations, as required by section 12(5) of 
the DoRA. 

Waste management 

75. The municipality operated its waste disposal sites and wastewater treatment facilities without a 
license in contravention of section 20(b) of the National Environmental Management Waste 
Act, 2008 (Act No. 59 of 2008) (NEMWA), section 24(2)(a) of the National Environmental 
Management Act, 1998 (Act No. 107 of 1998) (NEMA) and section 22(l)(b) of the National 
Water Act, 1998 (Act No. 36 of 1998) (NWA). 

76. The municipality’s operational activities at its waste disposal sites and wastewater treatment 
facilities contravened or failed to comply with the requirements of a waste management 
license, section 67(l)(f) and (h) of the NEMWA and section 151(l)(c) and (i) of the NWA. 
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77. The municipality’s waste management and disposal activities contravened or failed to comply 
with the requirements of section 28(1) of the NEMA, section 19 of the NWA and sections 
16(l)(c) and (d) and 26(l)(b) of the NEMWA. 

78. The municipality did not exercise its legislative and executive authority as required by section 
ll(3)(l) and (m) of the MSA by managing, monitoring and enforcing environmental related 
bylaws to promote a safe and healthy environment. 


Internal control 

79. I considered internal control relevant to my audit of the financial statements, the annual 

performance report and compliance with legislation. The matters reported below are limited to 
the significant internal control deficiencies that resulted in the basis for disclaimer of opinion, 
the findings on the report on predetermined objectives and the findings on non-compliance 
with legislation included in this report. 


Leadership 


80. Adequate oversight responsibility regarding financial and performance reporting and 
compliance and related internal controls is not exercised. Leadership did not ensure that all 
policies and procedures were effective to enable and support understanding and execution of 
internal control objectives, processes, and responsibilities. Existing internal controls, including 
IT systems did not allow management to ensure adequate monitoring of financial and 
performance information resulting in material misstatements identified in the financial 
statements and material deviation from legislation being reported. 

Financial and performance management 

81. The municipality did not implement a proper record keeping system to ensure that complete, 
relevant and accurate information is accessible and available to support financial, performance 
reporting and compliance with laws and regulations. Management’s internal controls and 
processes over the preparation and presentation of financial statements were not able to 
ensure that the financials were free from material misstatements resulting in material 
corrections that had to be made during the audit. 

Governance 

82. The audit committee did not fulfil its mandate and the recommendations made by the internal 
audit were not fully implemented resulting in material misstatements in the financial statements 
and the report on predetermined objectives as well as material non-compliance with 
legislation. 
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OTHER REPORTS 


Investigations 

83. An investigation is being conducted to probe the manner in which contracts were awarded to 
service providers by a private audit firm. The investigation emanates from the result of the 
previous financial years’ audit results and was still ongoing at the date of this report. 


Potchefstroom 
30 November 2014 



AUDITOR-GENERAL 


SOUTH AFRICA 


Auditing to build public confidence 
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